ST 99-0313-G L 10/18/1999 MANUFACTURI NG MACH NERY & EQUI PMENT

Under the Retailers’ QOccupation Tax Act, the manufacturing nachinery and
equi pnent exenption is available for machinery and equi prment used primarily
(over 50% of the time) in the manufacturing or assenbling of tangible
personal property for wholesale or retail sale or lease. See 86 IIll. Adm
Code 130.330. (This is a dL).

Cct ober 18, 1999

Dear M. XXXXX:

This letter is in response to your letter dated Septenmber 23, 1999. The
nature of your letter and the information you have provided require that we
respond with a General Information Letter, which is designed to provide general
information, is not a statenment of Departnent policy and is not binding on the
Departnent. See 2 I1l. Adm Code 1200.120(b) and (c), encl osed.

In your letter, you have stated and nmade inquiry as follows:

We have received an User’s request for refund of Sales (R O T.) Taxes
col l ected and paid (approx. $25,000.00) over a past 30 nonth peri od.

The request cites exenption applicable to purchases of replacenent
parts for equipment wused in a manufacturing process, specific
application is notor vehicles commonly classified as cenment m xers.

Are cenment mxers registered under the Illinois Vehicle Code exenpt as
manuf acturing units?

The request for refund is for the purchase of tires, tubes, wheels,
tire and wheel parts and accessories and related repairs qualifying as
repl acements on the manufacturing units.

Do the aforenentioned products (tires, new or retreads, tubes, wheels,
etc.) qualify for RQOT. exenption in the application of vehicular
concrete/ cement m xers as replacenent parts or for any other reason?

G ven the assunption the foregoing is affirmative, conmes the matter of
the required Exenption Certificate to be provided the vendor/retailer.
The nature of this business involves hundred of vehicles and several
hundred individual transactions. In effect, an exorbitant paper
docunent ati on.

Instead of the ‘each transaction’ certificate, the user |lacking an
active registration or resale nunmber, may a blanket form of exenption
be accept abl e?
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W have attached the State Form ST-587, nodified to acconplish
Exenption and a tine period for these transactions. Can this, or
somet hi ng equi val ent be used and accept ed?

Your reply at your earliest convenience will be appreciat ed.

Under the Retailers” QOccupation Tax Act, the manufacturing nachinery and
equi pnment exenption is available for machinery and equi prent used primarily (over
50% of the tine) in the manufacturing or assenbling of tangi ble personal property
for wholesale or retail sale or |ease. See 86 Il1l. Adm Code 130. 330, encl osed
The exenption also extends to repair and replacenent parts as long as the parts
are incorporated into machinery and equipnent that 1is exenpt under the
regul ati on.

“Manufacturing” is defined as the production of any article of tangible
personal property, whether such article is a finished product or an article for
use in the process of manufacturing or assenbling a different article of tangible
personal property, by procedures commonly regarded as nmanufacturing, which
changes sone existing material or materials into a material with a different use,
form or name. These changes nust result from the process in question and be
substantial and significant.

The m xing of cement by ready-m x trucks is considered to be manufacturing
of cenent. Van's Material Conpany, Inc. v. Departnent of Revenue, 131 IIll. 2d
196, 545 N E 2d 695 (1989). Repair and replacenment parts, such as tires, tubes
and wheel s, incorporated into the ready m x concrete trucks woul d be exenpt.

Hol ders of Illinois Business Tax nunbers may give blanket exenption
certificates in Illinois. As long as the certificate contains all of the
information required by the regulation and states the length of tinme that it is
appl i cabl e, such as in the exanple you provided, it is valid.

If a taxpayer pays an anount of tax under the Retailers’ Cccupation Tax Act that
is not due, either as a result of a mstake of fact or an error of l|law, the
taxpayer may file a claim for credit with the Departnent. Only the persons
remtting tax to the Departnent are authorized to file such clains. No credit
shall be given the taxpayer unless the taxpayer shows that it has borne the
burden of the tax or has unconditionally repaid the amount of the tax to the

custoner fromwhomit was collected. See the enclosed copy of 86 IIl. Adm Code
130.1501. Under Illinois sales tax |laws, suppliers are not required to repay the
anmount of tax to their custonmers and file clains for credit. The taxpayer may

not require a "deposit" or some other kind of guarantee that the custoner wll
return the amount refunded to the taxpayer if the taxpayer's claimfor credit is
denied by the Departnent. This would be a conditional repaynent to the custoner,
which is not allowed. The statute of limtations for filing a claimfor credit
is 3to 3 1/2 years and expires in 6 nonth bl ocks.

I hope this information is helpful. The Department of Revenue maintains a
Web site, which can be accessed at www. revenue.state.il . us. If you have further
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guestions related to the Illinois sales tax |aws, please contact the Departnent's
Taxpayer Information Division at (217) 782-3336.

If you are not under audit and you wish to obtain a binding Private Letter
Rul i ng regardi ng your factual situation, please submt all of the information set
out initens 1 through 8 of the enclosed copy of Section 1200.110(b).

Very truly yours,

Mel anie A. Jarvis
Associ at e Counsel

MAJ: msk
Enc.



